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COMMONWEALTH OF PENNSYLVANIA
PENNSYLVANIA PUBLIC UTILITY COMMISSION
P.O. BOX 3265, HARRISBURG, PA 17105-3265
	



IN REPLY PLEASE REFER TO OUR FILE



AUDITOR'S REPORT

To The Pennsylvania Public Utility Commission


We have audited PPL Electric Utilities Corporation’s Remand Rider–1 Statement of Over/Under Collections for the Thirteen Months Ended December 31, 2009, the Twelve Months Ended November 30, 2008, and the Four Months Ended November 30, 2007.  These statements are the responsibility of the Company's management.  Our responsibility is to express an opinion on the statements based on our audit.

	We conducted our audit in accordance with generally accepted auditing standards accepted in the United States of America.  These standards require that we plan and perform the audit to obtain reasonable assurance about whether the specified statements are free of material misstatement.  Our audit included consideration of internal control over financial reporting as a basis for designing audit procedures that are appropriate for the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control over financial reporting.  An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the statements referred to above.  An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall statement presentation.  We believe that our audit provides a reasonable basis for our opinion.

	The accompanying statements were prepared for the purpose of complying with the rules and regulations of the Pennsylvania Public Utility Commission and are not intended to be a complete presentation of the Company's revenues.

	In our opinion, the accompanying statements of PPL Electric Utilities Corporation presents fairly, in all material respects, the Remand Rider-1 Statements of Over/Under collections resulting from the Company’s application of the Remand Rider-1 rates in accordance with the provisions of its Schedule of Rates as approved by the Pennsylvania Public Utility Commission.




							M. Carl Lesney, CPA
							Director 
							Bureau of Audits



PPL ELECTRIC UTILITIES CORPORATION

Statement of Remand Rider-1
(Over)/Under Collections
For The Thirteen Months Ended December 31, 2009


	Customer Class
	
	Transmission
Service Change Remand
(Refund)/Recoup
1/1/09 to 12/31/09
	
	Actual 
Remand Rider-1 Revenues Billed 
12/1/08 to 12/31/09
	
	(Over)/Under Collection

	
	
	(Note 1)
	
	(Note 2)
	
	(Note 3)

	
	
	
	
	
	
	

	Residential
	
	$    19,878,333
	
	$     21,703,531
	
	$    (1,825,198)

	
	
	
	
	
	
	

	Small Commercial &
Industrial
	
	 $     (3,680,441)
	
	 $      (3,888,894)
	
	$        208,453

	
	
	
	
	
	
	

	Large Commercial & Industrial – Primary
	
	 $     (6,590,144)
	
	 $      (6,751,457)
	
	$        161,313

	
	
	
	
	
	
	

	Large Commercial &
Industrial - Transmission
	
	 $     (9,413,960)
	
	$     (9,190,587)
	
	$       (223,373)

	
	
	
	
	
	
	

	Total
	
	   $         193,788
	
	    $      1,872,593
	
	$    (1,678,805)

















Notes to the Financial Statements are an integral part of this report.
PPL ELECTRIC UTILITIES CORPORATION

Statement of Remand Rider-1
(Over)/Under Collections
For The 12 Months Ended November 30, 2008


	Customer Class
	
	Transmission Service Change Remand (Refund)/Recoup
1/1/08 to 12/31/08
	
	Actual 
Remand Rider-1 
Revenues Billed 
12/1/07 to 11/30/08
	
	(Over)/Under Collection

	
	
	(Note 1)
	
	(Note 2)
	
	(Note 3)

	
	
	
	
	
	
	

	Residential
	
	   $     20,121,473
	
	    $     19,503,354
	
	   $        618,119

	
	
	
	
	
	
	

	Small Commercial &
Industrial
	
	$      (4,248,216)
	
	$      (4,065,463)
	
	$       (182,753)

	
	
	
	
	
	
	

	Large Commercial & Industrial – Primary
	
	$      (7,180,689)
	
	$      (7,158,552)
	
	$         (22,137)

	
	
	
	
	
	
	

	Large Commercial &
Industrial - Transmission
	
	$    (10,033,081)
	
	$     (9,813,640)
	
	$       (219,441)

	
	
	
	
	
	
	

	Total
	
	$      (1,340,513)
	
	$     (1,534,301)
	
	   $        193,788

















Notes to the Financial Statements are an integral part of this report.
PPL ELECTRIC UTILITIES CORPORATION

Statement of Remand Rider-1
(Over)/Under Collections
For The 4 Months Ended November 30, 2007


	


Customer Class
	

Transmission Service Charge
Remand
(Refund)/Recoup
8/1/2007 to 12/31/2007
	Actual Remand Rider-1
Revenues
Billed 8/1/2007 to 11/30/2007
	(Over)/Under Collection
	Final (Over)/Under
Collection of
Transmission
Service Charge Revenues 7/31/2007
	Net (Over)/Under Collection

	
	(Note 1)
	(Note 2)
	(Note 3)
	(Note 4)
	

	
	
	
	
	
	

	Residential
	   $     7,114,978
	$  4,289,693
	$   2,825,285
	$    (662,054)
	$  2,163,231

	
	
	
	
	
	

	Small Commercial & Industrial
	$    (1,292,092)
	$   (792,165)
	$    (499,927)
	$    (487,041)
	$    (986,968)

	
	
	
	
	
	

	Large Commercial & Industrial – Primary
	$    (2,426,309)
	$(1,649,605)
	$    (776,704)
	$    (279,969)
	$ (1,056,673)

	
	
	
	
	
	

	Large Commercial & Industrial – Transmission
	$    (3,396,577)
	$(2,178,857)
	$ (1,217,720)
	$    (242,383)
	$ (1,460,103)

	
	
	
	
	
	

	Total                 
	   $                   0     
	 $  (330,934) 
	 $     330,934
	$ (1,671,447)
	$ (1,340,513)











Notes to the Financial Statements are an integral part of this report.

PPL ELECTRIC UTILITIES CORPORATION

Notes To The Financial Statements


1 -	Transmission Service Charge Remand (Refund)/Recoup

The Transmission Service Charge (TSC) Remand (Refund)/Recoup is by rate group without Gross Receipts Tax (GRT). The Remand Rider-1 (RR-1) provided for reallocation of charges among the four customer classes for transmission service billed through the TSC by the Company during the period January 1 2005 through July 31, 2007. The reallocation resulted in the Residential Customer Class being billed more for transmission service for the period and the Small and Large Commercial and Industrial Customer Classes receiving refunds.  The application of RR-1 rates became effective for service rendered on and after August 1, 2007 and ended December 31, 2009. The rates were recalculated annually to reflect over or under recoveries of charges or refunds with the recalculated rates becoming effective for service rendered on an after January 1 of 2009 and 2008.  The amounts at January 1, 2009 and January 1, 2008 include an adjustment for the over/under collection balances at November 30, 2008 and November 30, 2007, respectively.

2 -	Actual Remand Rider-1 Revenues Billed

Remand Rider-1 Rate Revenues Billed are the amounts actually billed or credited by the Company as a result of applying the current RR-1 rate applicable to each of the four customer classes excluding the GRT factor. The RR-1 rates were applied to the kilowatt-hour (KWH) sales of each customer who takes distribution service from the Company.
 
Approved RR-1 rates (including GRT) during the audit period were as follows:

		Effective August 1, 2007
	Residential 	$	0.00123  per KWH
	Small Commercial & Industrial 	$	(0.00025) per KWH
		Large Commercial & Industrial – Primary 	$	(0.00087) per KWH
		Large Commercial & Industrial – Transmission	$	(0.00135) per KWH
		Effective January 1, 2008
	Residential	$	0.00148  per KWH
	Small Commercial & Industrial	$	(0.00040) per KWH
		Large Commercial & Industrial – Primary	$	(0.00120) per KWH
		Large Commercial & Industrial – Transmission 	$	(0.00183) per KWH
		Effective January 1, 2009
	Residential	$	0.00147  per KWH
	Small Commercial & Industrial 	$	(0.00034) per KWH
		Large Commercial & Industrial – Primary	$	(0.00106) per KWH



		Large Commercial & Industrial – Transmission	$	(0.00170) per KWH
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PPL ELECTRIC UTILITIES CORPORATION

Notes To The Financial Statements (continued)


3 - (Over)/Under Collections

The RR-1 (Over)/Under Collections represent the differences between the (Refund)/Recoup amounts and the actual charges or refunds billed. The RR-1 terminated on December 31, 2009. Remaining (Over)/Under Collections at December 31, 2009, as reported on page 2, were reflected in the Transmission Service Charge (TSC) E-factor for each customer class effective January 1, 2010.  

4 –Final (Over)/Under Collection of Transmission Service Charge Revenues

Final (Over)/Under Collection of the Transmission Service Charge Revenues is an adjustment to the Transmission Service Charge Remand (Refund)/Recoup amount for the (over)/under collection balance for the period ended July 31, 2007.  The $1,671,447 amount reflects an over collection of $1,454,301 and includes applicable interest of $217,146. The allocation of the $1,671,447, to the four rate classifications, was based on the actual TSC KWH sales, excluding shopping customers and Steelton, for the period of January 2007 through July 2007. 
BACKGROUND

AND

OPERATIONAL REVIEW





PPL ELECTRIC UTILITIES CORPORATION

Background


		By Order entered December 22, 2004 at Docket No. R-00049255, the Commission approved, inter alia, PPL Electric Utilities Corporation’s (PPL Electric’s or Company’s) request to establish a Transmission Service Charge (TSC) Tariff Rider and a TSC rate effective January 1, 2005.  The established TSC Rider permitted PPL Electric to recover from its retail energy customers, on a uniform mills per KWH basis, all applicable transmission charges it incurred to acquire, on behalf of those customers, transmission service (including all ancillary service charges) from the Pennsylvania-New Jersey-Maryland Interconnection (PJM) under the PJM Open Access Transmission Tariff (OATT).

		Interveners to the proceeding at Docket No. R-00049255 appealed several items in the Commission’s December 22, 2004 Order to the Commonwealth Court of Pennsylvania (Court).  The Court issued its decision on the appeal on August 4, 2006, reversing in part, vacating in part, and affirming in part the Commission’s December 22, 2004 Order.  On February 8, 2007, the Commission remanded the matter to the Office of Administrative Law Judge for proceedings consistent with the Courts decision

		By Order entered July 25, 2007, at Docket No. R-00049255, the Commission approved a Joint Petition for Settlement (Settlement) settling all outstanding issues in the remanded proceedings.  Among other matters, the terms of the Settlement provided for the establishment of new TSC rates effective August 1, 2007, modified by the following:

· The establishment of four separate transmission service customer classes: 

	Residential, 
	Small Commercial and Industrial (SC&I), 
	Large Commercial and Industrial – Primary (LC&I-Primary), and 
	Large Commercial and Industrial –Transmission (LC&I Transmission)

· The demand-related portion of the transmission costs were to be allocated to the four customer classes based upon each customer class’s contribution to the 5 coincident peaks used to establish the demand related charges.

· The energy-related portion of transmission costs were to be allocated to the four customer classes based upon KWH usage.




· Each customer class’s TSC was to be reconciled separately.
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PPL ELECTRIC UTILITIES CORPORATION

Background (continued)


· As part of the Settlement, the Company agreed to use Remand Rider-1 to reassign transmission service charge costs as incurred and revenues billed for the January 1, 2005 through July 31, 2007 back to the four customer groupings above. 

	The terms of the Settlement also provided for PPL Electric’s establishment of Remand Rider-1 (RR-1) tariff rider.  RR-1 provided for the reallocation, among the four customer classes based upon the modifications discussed above, of the revenues billed through the TSC for transmission service during the period January 1, 2005 through July 31, 2007.  The RR-1 tariff rider had pre-established RR-1 rates for each of the customer classes to become effective August 1, 2007, January 1, 2008 and January 1, 2009, subject to reconciliation and recomputation to reflect any over or under collections.  On December 1 of the years 2007 and 2008, the Company was to file a reconciliation and recomputation of the RR-1 rates to reflect the over or under collections of charges or refunds made during the preceding application period.  The recomputed RR-1 was to become effective for service rendered on or after the following January 1 of 2008 and 2009, unless otherwise ordered by the Commission, and remain in effect for a twelve-month period unless revised on an interim basis subject to the approval of the Commission.  The RR-1 tariff rider was terminated on December 31, 2009.  Following a final reconciliation by each customer class, any remaining amounts of charges or refunds were to be reflected in the customer class TSC rates effective January 1, 2010 (see Note 3 of the Notes to the Financial Statements on page 6). 
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